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CHAPTER 1
PRINCIPLES AND PROCEDURES

1-1 General Principles

A facility's direct care costs, therapy costs, care related costs,
administrative and operating costs and property costs related to covered
services will be considered in the findings and allocation of costs to the
Medical Assistance Program for its eligible recipients. Costs included in
the per diem rate will be those necessary to be incurred by efficiently
and economically operated nursing facilities that comply with all
requirements of participation in the Medicaid program with the exception
of services provided that are reimbursed on a fee for service basis or as

a direct payment outside of the per diem rate.

1-2 Classes of Facilities

Specific classes are used as a basis for evaluating the reasonableness of
an individual provider's costs. The classes consist of Small Nursing
Facilities (1 - 60 beds), Large Nursing Facilities (61 or more beds),
Private Nursing Facilities for the Severely Disabled (PNFSD), Residential
Psychiatric Treatment Facilities (PRTF), and Intermediate Care Facilities

for the Mentally Retarded (ICF-MR).
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"supplements; materials and supplies for the operation, maintenance and

18

repair of buildings, grounds and equipment; bank service charges other
than insufficient check charges; linens and laundry alternatives; and
postage. Medical supplies necessary for the provision. of care in order
to attain or maintain the highest practicable physical, mental, and
psychosocial well-being of each resident, as determined by resident
assessments and individual plans of care are allowable costs. Any
supplies or equipment ordered by a resident's attending physician must
be provided by the facility and will be an allowable cost as a supply
expense or, in the case of equipment in excess of $500, as described in

Paragraph 7 of this section.

.Therapy Expenses. Costs attributable to the administering of therapy

services should be reported on Form 6, Line 2. Therapy expenses will
be included in the per diem rate for PNFSD, PRTF and ICF-MR providers.
Therapy expenses for Small Nursing Facilities and Large Nursing

Facilities will be reimbursed on a fee for service basis.
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CHAPTER 3

RATE COMPUTATION - NURSING FACILITIES

3-1 Rate Computation - Nursing Facilities - General Principles

It is the intent of the Division of Medicaid to reimburse nursing
facilities a rate that is adequate for an efficiently and economically
operated facility. An efficiently and economically operated facility
is defined as one with direct care and care related costs greater than
90% of the median and less than the maximum rate, therapy costs of
PNFSD less than the maximum rate, administrative and operating costs of
less than the maximum rate, property costs that do not require a
payment of the hold harmless provision and an occupancy rate of 80% or

more.

3-2 Resident Assessments

All nursing facilities shall complete a Minimum Data Set 2.0, including
sections S, T, and U (MDS) form on all residents, in accordance with
the policies adopted by the Division of Medicaid, Case Mix Office and

meet the scheduling criteria outlined in the MDS manual.
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reports used to calculate the rate will be the cost report filed for the
period ending in the second calendar year prior to the beginning of the
next calendar rate year. For example, the rates effective January 1, 2001
will be determined from cost reports filed for the year ended June 30,
1999 for state owned facilities, for the year ended September 30, 1999 for
county owned facilities and for the year ended December 31, 1999 for all
other facilities, unless a short period cost report and rate calculation
is required by other provisions of this plan.

In order to change to the case mix weights for the version 5.12 of the
Mississippi M’PI on January 1, 1999, the standard rates for direct care
and care related costs will be re-calculated, including the ceiling and
the median, for the period January 1, 1999 - June 30, 1999. This re-
calculation will include running the case mix scores for the cost report
periods used to establish those rates using the version 5.12 weights.

A description of the calculation of the per diem rate is as follows:

A. Direct Care Base Rate and Care Related Rate Determination

Direct care costs include salaries and fringe benefits for registered
nurses (RN's), (excluding the Director of Nursing, the Assistant
Director of Nursing and the Resident Assessment Instrument (RAI)
Coordinator), licensed practical nurses (LPN's) and nurse aides,
contract RN's, LPN's, and nurse aides, medical supplies and other
direct care supplies.
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6. Determine the ceiling and floor for direct care and care related costs

together for small and large nursing facilities and separately for

PNFSD’s as follows:

A.

Prepare an array of the small and large nursing facilities; their
associated trended direct care and care related costs, summed; and
their annualized total patient days. Prepare a separate array of
the PNFSD’s.

Arrange the data in order from lowest to highest cost for each
array.

Add to each array the cumulative annualized total patient days by
adding in succession the days listed for each facility.

Determine the median patient days by multiplying the total
cumulative patient days by fifty percent (50%) and locate the
median patient days on each array.

Determine the median costs by matching the median patient days to
the cost associated with the median patient day for each array.

This may care and care related costs is require interpolation.

The ceiling for direct determined by multiplying the median cost

for each array by one hundred twenty percent (120%). The floor

is
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will be determined by multiplying the standard direct care rate by the
average case mix for the quarter January 1, 1993 through March 31,
1993. This will result in the case mix adjusted direct care per diem
rate. This is added to the care related per diem rate, the therapy per
diem rate for PNFSD’s only, the administrative and operating per diem
rate, the per diem fair rental payment, the per diem hold harmless, and
the per diem return on equity capital to compute the facility's total
per diem rate for the calendar quarter. The direct care per diem base
rate, the care related per diem rate, the therapy per diem for PNFSD'’'s
only, the administrative and operating per diem rate, the per diem fair
rental payment, the per diem hold harmless and the per diem return on
equity capital are computed annually and are effective for the period
January 1 through December 31. The case mix adjustment is done
quarterly to determine the total rate for the periods January 1 through
March 31, April 1, through June 30, July 1 through September 30, and
October 1 through December 31.

D. Therapy Rate for Private Nursing Facilities for the Severely
Disabled

Therapy costs include salaries and fringe benefits or contract
costs of therapists and other direct costs incurred for
therapeutic services.

1. Determine the per diem therapy cost for each Private Nursing
Facility for the Severely Disabled during the cost report
period. (Divide therapy cost by total period patient days.)

2. Trend each facility’s therapy per diem cost to the middle of

the rate year using the trend factor as defined in Chapter 7.
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3. Determine the ceiling for therapy costs as follows:

A. Prepare an array for the classification, including the
facility names, the associated trended therapy costs,
and the annualized total patient days.

B. Arrange the data from lowest to highest cost.

C. Add to each array the cumulative annualized total
patient days by adding in succession the days listed for
each facility.

D. Determine the median patient day by multiplying the
total cumulative patient days by fifty percent (50%) and
locate the median patient day on each array.

E. Determine the median cost by matching the median patient
day to the associated costs. This may require
interpolation.

F. Multiply the cost at the median patient day by 105% to
determine the ceiling.

4. Determine the therapy per diem rate for each facility. If
the facility’s therapy cost is above the ceiling, its therapy
rate is the ceiling. If the facility’s cost falls below the
ceiling, then its therapy rate is its trended cost.

Administrative and Operating Rate

Administrative and operating costs include salaries and fringe

benefits for the administrator, assistant administrator,

dietary, housekeeping, laundry, maintenance, medical records,
owners and other administrative staff. These costs also include
contract costs for dietary, housekeeping, laundry and maintenance,

dietary and medical records consultants, accounting
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fees, non-capital amortization, bank charges, board of directors fees,
dietary supplies, depreciation expense for vehicles and for assets
purchased that are less than the equivalent of a new bed value, dues,
educational seminars, housekeeping supplies, professional liability
insurance, non-capital interest expense, laundry supplies, legal fees,
linens and laundry alternatives, management fees and home office costs,
office supplies, postage, repairs and maintenance, taxes other than

property taxes, telephone and communications, travel and utilities.

1. Determine the per diem administrative and operating cost for each
facility during the cost report period. (Divide administrative
and operating cost by total period patient days. Patient days

will be increased, if necessary, to 80% occupancy.)

2. Trend each facility's administrative and operating per diem cost
to the middle of the rate year using the trend factor as defined

in Chapter 7. This is done by multiplying the trend factor in

order to trend costs forward from the mid-point of the cost report

period to the mid-point of the payment period.

3. Determine the ceiling for administrative and operating costs for
each classification as follows:

A. Prepare an array for each nursing facility classification.
Each array should include the facility names, their
associated trended administrative and operating costs, and
their annualized total patient days.

B. Arrange the data in each array from lowest to highest cost.
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